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merit on account of blood, should be strictly construed. * * * 

Moreover, it is a statute primarily for the benefit of the adopted 

child." 11 

M. G. 



Corporations — Revocability of Voting Trusts. — A recent 
decision in Pennsylvania, Comm. ex rel. Clark v. Roydhouse x 
appears to settle the law in that state in regard to the so-called 
voting trusts, — agreements among a majority of the stockholders 
to transfer their stock to a common trustee. In this case the agree- 
ment, whose object was "to protect and promote the individual in- 
terests of stockholders parties to the agreement," required the 
trustee to pay the dividends received directly to the holders of trust 
certificates and to vote the stock as directed by a committee appointed 
by the majority of them. The agreement was to remain in force 
for five years. At the instance of a party to it the agreement was 
declared invalid on the ground that under these facts it was not 
coupled with any beneficial interest in the trustee and hence re- 
vocable. The decision is in sharp contrast with Boyer v. Weslitt, 2 
where an agreement of this sort was upheld on the ground that it 
contained all the elements of an active trust and that there was a 
beneficial interest in the trustee. In Pennsylvania, then, the rule 
seems to be that there is nothing contrary to public policy in the 
existence of voting trusts per se, but that under the general prin- 
ciples of the law of trusts, where such an agreement amounts to 
a dry trust, it will not be sustained.*! In the case last cited the 
beneficial interest consisted in rights of management in the trustees 
and a complete control of the business policy of the corporation, 
including the power to purchase the interest of any contracting 
party at a valuation. 

The law of voting trusts is of extremely modern origin. Up 
to 1891, it is said, no case was reported from the court of last resort 
of any state. 4 However, with the increasing complications arising 
from the extension of corporate bodies in number of stockholders 
and complexity of management, the desire for stability of control 
and a consistent business policy became more necessary and conse- 
quently the number of voting trusts and the litigation attendant 

"Upson v. Noble, 35 Ohio St. 655 (1880) ; Hale v. Robbins, 53 Wis. 514 
(1881), contra: Humphries v. Davis, 100 Ind. 369 (1884); in some states 
this contingency is provided for by statute; see Swick v. Coleman, 218 111. 
33 (1905). 

1 82 Atl. 74 Pa. (1911). 

'227 Pa. 398 (1910). 

'The same idea is shown in Vanderbilt v. Bennett, 6 C. C. (Pa.) 193 
(1889), where the court declared such a dry trust void as against public policy 
and a statute, adding that even had it been good, it would have been revocable 
at will. 

* Professor Simeon E. Baldwin, 1 Yale Law Journal, 1, 14 (1891). 
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thereon has greatly increased. The courts are at utter variance 
on the subject and there are almost as many theories advanced as 
there are cases reported. 5 It is submitted, however, that the view 
taken in the Pennsylvania cases cited represents, as nearly as any 
one theory can be said to do so, the trend of the law." 

In every case involving a voting trust that has been upheld 
the court must first decide that such an agreement is not forbidden 
by public policy. Public policy is a vague principle at best and it 
is not surprising to find it moulded by the courts into an unlimited 
number of reasons and objections. It seems, in accordance with 
the majority of the cases, that voting trusts when made bona fide 
are not contrary to public policy. There is no moral wrong in the 
making of such an agreement, but only in its violation. There seems 
to be no distinction between the case where the majority of stock 
is owned by one man or by many acting as one. It is well said 
in a Massachusetts 7 case that "the combination of common interests 
is necessary and constantly taking place. It is as legitimate for a 
majority of stockholders to combine as for other people." It 
has always been objected that the power to vote cannot be disasso- 
ciated from the ownership of stock. Many statutes disregard this 
right, as where it is provided that the person entitled to vote at 
corporate meetings must be a registered owner of stock at a fixed 
time before meeting. If he transfers in the interim he may still 
vote. 8 It has been said that the minority stockholder is excluded 
from combining with the majority and that his right to have the 
corporation run by the majority is violated in that it is actually 
run by a majority of the majority, which may be a minority of the 
whole. It is answered that the only right of the minority stock- 
holder is to insist that the control of the majority shall not be used 
for fraud and oppression, and as long as that right remains unvio- 
lated it is no concern of his how the power of the majority is dis- 
tributed among themselves. 9 There is no space here to go further 
into the arguments for and against the public policy beneath voting 
trusts. We can only intimate the policy of the courts in upholding 
it and viewing the right of control as a separate property right 
capable of alienation. 

The principle laid down in Pennsylvania has been recognized 
in a number of decisions. 10 A few cases " have held that an irre- 

'In Warren v. Prim, 66 N. J. Eq. 353 (1904), there were five opinions, 
all differing in their theory, were given. 

*Mr. Jesse W. Lilienthal, in 10 Harv. Law Rev. 428; Mr. Edward 
Avery Harriman, 13 Yale Law Journal, 109. 

'Holmes, C. J., in Brightman v. Bates, 175 Mass. 105, no (1899). 

'People v. Robinson, 64 Cal. 373 (1884). 

" 13 Yale Law Journal, 113. 

"Note to Morel v. Hoye, 16 L. R. A. (N. S.) 1136 (1908). 

"Griffith v. Jewett, 9 Ohio, Dec. Reprint, 627 (1899) ; Schwartz v. Ohio 
Ry., 6 Ohio C. C. 415 (1892). 
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vocable power to vote the stock cannot be given and that the agree- 
ment is good though revocable. Though the language used is broad 
enough to cover cases of an active trust, yet the facts of these cases 
show only a duty to vote as directed and passively hold the stock. 
Thus the rule is the same as that laid down by Boyer v. Nesbitt. 12 
A few cases admit the right of a transferee of the certificates to 
have the agreement invalidated. 13 In these cases also the trustees 
had no active duties. As to what constitutes an active trust 
opinions vary. We have seen the Pennsylvania theory. In the 
association the mere duty of voting has been held to make the trust 
an active one irrespective of any duties of management. 14 It would 
seem in such cases that ordinary principles of contract law should 
govern, and we are in sympathy with a decision holding that a 
pledge of personal credit and financial responsibility to raise funds 
to support the enterprise is valid consideration. It has been held 
that where the only consideration is the mutual promise of the 
stockholders any member may revoke at will. It is difficult to 
reconcile this with general contract law, yet to hold otherwise would 
make every voting trust valid, as there is in every case at least this 
much consideration. It seems, moreover, that although this is not 
the express ground of our principal case, it is at least a result of it. 
Only two points in regard to the law of voting trusts may be 
said to be generally admitted. Where the object of the trust is 
illegal per se, as for example to procure some undue advantage 
for the majority over the minority, it will be set aside. 16 Where 
the voting trust results from an agreement between stockholders 
and creditors preserving the lien of the latter, and serving to keep 
the corporation off the rocks of bankruptcy, it will generally be 
upheld." It would seem that such contracts are within a very 
essential policy and in all respects made upon a valid consideration. 

C. H. S., Jr. 



Injunction — Right to Restrain the Sale of Letters. — 
Several phases of the question of property in letters were dealt with 
in a recent case. 1 The executor of Mrs. Eddy, of Christian Science 

"Boyer v. Nesbitt {supra, note 2). 

13 White v. Thomas Tire Co., 52 N. J. Eq. 178 (1894); Clowes v. Willes, 
60 N. J. Eq. 179 (1900). 

14 Note 7, supra. 

"Smith v. San Francisco Ry.. 115 CaL at p. 603 (1897). 

M Kreissl v. Distilling Co., 61 N. J. Eq. 5 (1901) ; Shepany Voting Trust 
Cases, 60 Conn. 553 (1893) ; Hafer v. N. Y. Co., 9 Ohio, Dec. Reprints, 470 
(1899) ; Com. v. Russell, 48 N. J. Eq. 208 (1891) ; Fennesy v. Ross, 5 App. 
Div. N. Y. 342 (1896). 

" Shelmerdine v. Welch, 8 C. C. (Pa.) 330 (1890) ; Mobile Ry. v. Nicolas, 
98 Ala. 92 (1893). 

'Baker v. Libbie, 97 N. F. 109 (Mass. 1912). 



